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8 March 1967

Talking Paper for "South Arabilan Dissident and Federal
Armed Forces"

1, This paper was self-initiated by the Middle
East Division, We felt that a memorandum was called for
in order to pull together a large number of fragmentary
reports on the formation of an Egyptian-sponsored armed
force for use in South Arabia. We have been moved to
produce the memorandum at this time because of indica-~
tions that the "liberation army" was surfacing, and
because we have been told that South Arabia is up for
discussion by the IRG (NE) at an early date,

2, | |the Agency representative
on the IRG (NE), has indicated that he would welcome
such a memo as a contribution to the IRG, The initia-
tive in producing it is, nonetheless, entirely that
of OCI/MEA/ME.
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CENTRAL INTELLIGENCE AGENCY
Directorate of Intelligence

THE SITUATION IN SOUTH VIETNAM
46 March - 12 March 1967)

CONTENTS

Section
POLITICAL SITUATION I

Constitution nearly completed; Presi-
dential contest; New diplomatic assign-
ments; Exile group to hold possible
rally in Paris,.

REVOLUTIONARY DEVELOPMENT II

The Revolutionary Development situa-
tion in Phu Yen; Viet Cong efforts

aimed at thwarting the GVN Revolu-
tionary Development programs; Effec-
tiveness of the static census cadre;
Activities of the National Police. « -

ECONOMIC SITUATION ITI

Prices; Currency and gold; Rice situa-
tion; Pork situation; Changes in Min-
istry of Economy.

ANNEX: Weekly Retail Prices in Saigon (table)
Saigon Free Market Gold and Current Prices
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I. POLITICAL SITUATION

With the exception of the preamble,
the constitution has been completed. How~-
ever, prior to submission to the Directo-
rate later this month, there may be some
alterations in the final wording of articles
already approved. The Directorate has one
month, before promulgation, to either ap-
prove the document or send it back to the
Constituent Assembly with any changes.

Campaigning for the presidency should
soon start in earnest, since the target
date for the election is between four and
seven months away.

More changes in diplomatic assign-
ments were announced. In Paris, meanwhile,
a group of neutralists among the Vietnam-
ese exile community is pushing ahead with
a plan to create a "third force,' which
might serve as an alternate to the South
Vietnamese Government in negotiafting peace.

Constitution Nearly Completed

1. On 10 March, the Constituent Assembly com-
pleted work on the last of nine chapters, consisting
of 117 articles, that comprise the heart of the con-
stitution. The only tasksremaining now are the ap-
proval of a preamble, the alteration and final word-
ing of a few articles, and a probable final vote
on the document as a whole. The final three chap-
ters were completed with dispatch in less than a
week. Chapters six through nine govern, respec-
tively, special institutions, the establishment of
political parties, the constitutional amending pro-
cess, and the transition to the elected government.

2. The final chapter may yet become the sub-
ject of some controversy. In the assembly's approved
version, legislative powers spelled out by the con-
stitution will be assumed during the transition

I-1
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period by the Constituent Assembly, which will have
particular responsibility for drafting electoral
laws and for regulating the election of the first
president and vice president. The Directorate and
cabinet of the present govermment will assume con-
stitutional executive powers during the smame period.
The chapter also contains a timetable for establish-
ing the new government: once the constitution is
promulgated, elections for a president and vice
president are to be held within six months; the elec-
tien of a legislature and the organization of a
supreme court and an inspectorate must be carried
out within a year after the president takes vffice.
Finally, this chapter waives during the first four-
year term of the new president the principle of
elected province chiefs that had been incorporated
in an earlier chapter. Efforts by some deputies to
extend the new president's authority to appoint
province chiefs beyond his first term, at least in
the case of insecure provinces, were unsuccessful.

3. It is not yet clear whether the transi-
tional arrangements approved in the last chapter
are acceptable to the present military rulers, al-
though they have indicated that they would agree to
some unspecified transitional role for the Constit-
uent Assembly provided it remained "cooperative'" on
other constitutional issues. On 10 March, Chief of
State Thieu stated both to the press and in a letter
to the assembly that there were some "important re-
maining points" still to be ironed out between the
Directorate and the assembly. He predicted, how-
ever, that the government would not have to exer-
cise its power of veto. The Directorate apparently
hopes that, after consultations with the assembly
this week, the wording of some objectionable pro-
visions can be modified as the assembly polishes up
its draft before taking a final vote.

4., TUnless some major problem arises with the
Directorate, the assembly now seems likely to have
the constitution finished for presentation to the
Directorate by the target date of 27 March. Promul-
gation of the document is expected in the latter
part of April. Should the Directorate veto or
amend particular provisions, however, the constitu-
tion will be returned to the assembly where such
changes can be over-ridden by a two-thirds majority
veto.
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Presidential Contest

5. Premier Ky and Chief of State Thieu still
have not come to terms over which one will run for
the presidency as the military-backed candidate.
Thieu indicated earlier that he preferred to wait
until the constitution is promulgated before coming
to a decision. Ky, however, appears less patient
and reportedly is under some pressure from his close
military associates to resolve the issue. Although
the two powerful military leaders may yet reach a
satisfactory decision between themselves, it now
seems likely that the final verdict will be left
up to the ten generals of the Directorate or, fail-
ing that, to the theoretically supreme Congress of
the Armed Forces, which includes most of the senior
command and staff officers.

6. In the meantime,|

Ky has followed Thieu's lead in seeking a

WideTr base of support among the traditional nation-
alist political parties and the religious sects.

Ky instructed his civilian political advisers to
contact the leaders of those groups in an effort to
mold them into a united political front that would
then draft Ky as its presidential nominee. Thieu
reportedly initiated a similar campaign among civil-
ian groups some three weeks ago.

7. Some of these groups, such as the delta- '
based Hoa Hao religious sect and the northern Cath-
olic community around Saigon, could provide a sig-
nificant bloc of votes to the military candidate.
The nationalist political parties, such as the
VNQDD and the Dai Viet, are gemerally well organized,
but they suffer internal factions and do not con-
trol large segments of the population--with the
possible exception of the Revolutionary Dai Viets
in the two northernmost provinces. Reportedly, Ky
and Thieu both are vying for the support of splinter
Dai Viet groups in the south, the center, and in
Saigon, where there is a group of influential but
loosely organized Dai Viets who come from North
Vietnam.

8. The northern Dai Viet emigrés are reported
to be forming an alliance with other prominent pol-
iticians in the Saigon area. Although they are not
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firmly committed to a particular candidate, at this
Jjuncture they appear inclined to support a military
candidate, with Ky their preference. Tran Quoc Buu,
the president of the Vietnamese Confederation of
Labor (CVT), appears to be associated with this group.
If so, the CVT could potentially bring to such an
alliance a base of power in the strategic Saigon
constituency as well as in some rural areas,

9. The presently most active of the nation-
alist political organizations is the Revolutionary
Dai Viet Party, which has already begun preparations
to run its own candidate, Ha Thuc Ky, for president.
Since his appeal is primarily in the northernmost
part of I Corps, Ha Thuc Ky is considering one of
three non - Dai Viet southerners--including a prom-
inent lay Buddhist--as his possible vice presidential
running mate in order to broaden his vote-getting
potential.

10. Ha Thuc Ky, after surveying the political
gcene in I Corps, reportedly came away with the im-
pression that a military candidate would be highly
vulnerable on several issues during pre-election cam-
paigning. The major issues identified were the
rising cost of living, governmental corruption, mili~
tary favoritism, and administrative inefficiency.

On the other hand, he admitted that Premier Ky is
probably the strongest potential candidate at present
because he is in power, has influence and the neces-
sary finances, and controls the security services
through General Loan. Ha Thuc Ky's chances to win
the presidency may not be favorable, but his efforts
merit consideration because he conceivably could
draw needed votes away from one front-running candi-
date to the advantage of another in a close election.

New Diplomatic Assignments

11, The GVN Foreign Ministry has announced a
new round of diplomatic assignments. The former
Tunisian ambassador was sent to the United Kingdom.
The ambassador to Turkey was allotted the responsi-
bility for four additional Near Eastern nations.

One charge d'affaires was given the same assignment
in another country, and the former consul general in
Paris was reassigned as secretary general of the
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Foreign Ministry in Saigon. Most of these assign-
ments represent a normal rotation of personnel. One
significant change, however, was the appointment of
General Tran Van Minh, who has been without a mili-
tary assignment since 1965, as ambassador to Tunisia.

12, The Foreign Ministry has been at odds with
the military leaders in Saigon for some time over
the latter's desire to place military officers or
other selected candidates in choice overseas diplo-
matic positions regardless of their credentials.
Other recent diplomatic assignments, in addition to
that of Minh, are indicative of the political maneu-
vering that has affected the Foreign Ministry. These
include the naming of two of Premier Ky's most trusted
civilian advisers, Bui Diem and Dinh Trinh Chinh,
as ambassadors to the United States and Thailand,
respectively. The motives of these two influential
northerners in leaving Ky's side before his possible
bid for the presidency are not clear. 1In addition,
the recent '"resignation'" of the ambassador to Laos
for reasons of '"ill health" was apparently forced
in deference to military pressure.

Exile Group to Hold Possible Rally in Paris

13. The US Embassy in Paris reports that Ho
Thong Minh, who served as defense minister early in
the Diem regime, is planning to announce a "third
force" of non-Communists among the Vietnamese exile
community at a political rally in Paris on 19 March.
Minh reportedly hopes to organize a group that would
be acceptable to the Viet Cong Liberation Front
(NFLSV) should it show a willingness in the future
to negotiate an end to the war and to create a coali-
tion government in South Vietnam. Minh's supporters
in this effort come from the neutralist camp among
the large exile community in France, but do not in-
clude some of the more prominent neutralists there.

14, There appears to be considerable concern
on the part of GVN officials over reportedly grow-
ing sentiment among some groups in Saigon to end
the war at the peace table. The recent government-
organized demonstrations in Saigon protesting a
nonexistent 'coalition'" government-in-exile al-
legedly were aimed in part at stemming such a trend.
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In this climate, it appears questionable whether a
Paris-based movement, such as that reportedly en-
visaged by Ho Thong Minh, could drum up any enthu-
siam among political groups in South Vietnam., The
US Embassy in Paris has also questioned the extent
to which such a neutralist group there would serve
the Liberation Front's interests. Moreover, if the
French Government should conclude between now and
the 19th that Minh's plans could generate an un-
favorable international impression of French meddling
or sponsorship, it may well try to put a stop teo the
exile group's activities,
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ITI. REVOLUTIONARY DEVELOPMENT

An assessment is made of the Revolu-
tionary Development program in Phu Yen,
one of the 'showcase'" areas for the pro-
gram. An increasing number of reports
indicate Viet Cong concern over the pos-
sibility of government success in the RD
program. Static Census Grievance cadre,
located in 38 of the 44 provinces, have
often been instrumental in providing timely
intelligence on Viet Cong activities or
in inducing defections. The National
Police have developed mobile police teams
along parts of National Route 4 in the
delta provinces to serve as traffic con-
trollers and to detect Viet Cong move-
ments and activities. During the period
26 February-4 March, 1,168 Viet Cong
rallied to the government; this figure
includes 716 military and 401 political
ralliers.

The RD Situation in Phu Yen

1. Security in Phu Yen Province, considered
poor throughout 1965, has improved considerably
over the past year as a result of the introduction
of US and Korean troops. Taking advantage of the
increasingly favorable security conditions, govern-
-ment officials and their US advisers have pressed
the implementation of Revolutionary Development
(RD) goals in the province to such an éxtent that
Phu Yen, along with areas in Binh Dinh and Vinh
Binh provinces, has now become a '"'showcase'" area
for the RD program.

2, The province is subdivided into six
districts and a '"'sub-district.'" The majority of
the estimated 320,000 people in the province re-
side in the three <coastal districts of Tuy An,

Tuy Hoa, and Song Cau. Theii major means of live-
lihood are fishing and rice production.

II-1
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3. The first allied troops were dispatched
to Phu Yen Province in late 1965, and by January
1966 they included one US battalion, a Republic
of Korea (ROK) marine brigade, and the 47th ARVN
regiment. The Korean brigade was replaced during
the year by a ROK army regiment, and the US bat-
talion was augmented to brigade strength., In late
1966, a second Korean regiment initiated operations
in the province.

4, Allied military operations during 1966
severely affected the NVA 6th Division and some
local units based in the province, Half of the
5th Division is now rated only marginally com-
bat effective. Since October 1966, Viet Cong
activity within the province has been limited
to harassing raids and sabotage.

5. The RD program in the province was also
greatly expanded during 1966, In January, there
were only 14 40-man Political Action Teams active
in Phu Yen, but as of 1 February 1967, there were
22 full 59-man RD teams and two 40-man teams. 1In
addition, fiwve 65-man montagnard RD teams were
organized in 1966 and are presently active in the
~highland areas of Son Hoa and Dong Xuan districts.

6. During 1966, 39 hamlets were constructed
and/or consolidated by the RD teams. Among other
achievements of the teams during the past year were
their participation in registering hamlet voters
and protecting polling locations for the Constituent
Assembly elections in September, their '"return to
the village'" campaign, their inducement of Viet Cong
ralliers, and their civic action projects. The
"return to the village'" campaign has reportedly
been responsible for biinging enough people back to
. previously insecure areas to enable 33,000 tons of
rice to be added to the amount controlled by the
government. Static Census Grievance cadres, who
were first deployed in Tuy Hoa and Hieu Xuong dis-
tricts, now number 161 and are beginning to be de-
ployed in all districts.

7. DProvince RD activities are run by two con-
trol groups. These groups work under the supervision
of the province RD council which is headed by the
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province chief and comprises government technical
service chiefs and key members of the provincial
administration. The first control group is the
"permanent bureau' of the RD council. The chief of
this bureau is an energetic ARVN captain who handles
all administrative and logistical requirements nec-
essary to carry out the various RD programs and pro-
jects at the village/hamlet level. The second,~and
more important, control group is the "RD committee."
This committee, headed by another dynamic ARVN
captain, is responsible for the recruiting, train-
ing, supply, and supervision of RD teams in the
province. The committee has appointed intergroup
leaders to provide better command direction. Each
intergroup leader is responsible for three RD

teams and reports directly to the chief of the RD
committee,

8. The heads of the two control groups fre-
quently--and often unannounced--visit the hamlets
where RD teams are working, and give direct guidance,
constructive criticism, and encouragement. On
most visits they come into direct and informal con-
tact with the hamlet residents and attempt to ex-
plain the aims of the RD program and to ascertain
local neéds and wants. In short, these two leaders
are offering the type of middle echelon leadership
which is so often found wanting in Vietnam, and
without which little can be accomplished.

9. A second major factor contributing to the
success of RD in Phu Yen is the deployment of pro-
vincial security elements to support the RD plan
and the RD teams. This has been largely achieved
through close coordination between the RD teams and
the Popular Forces (PF). In one district, the PF
platoons have been subordinated to the RD team
leaders. In other areas, particularly where se-
curity is precarious, arrangements have been made
for the PF to engage in continuous night. time pa-
trol and ambush tactics. In turn, the RD teams
work in the hamlets and provide security "during the
day, allowing the PE to rest. RD workers are re-
guired by the province to remain in the hamlets
at night. This establishes a continuous government
presence and provides a reaction force in the event
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of attack. Provincial RD officials conduct spot
checks to insure that the cadre are, in fact, stay-
ing in the hamlets 24 hours a day.

10. Phu Yen has also emphasized careful . se-
lection and training of its cadre in order to main-
tain high quality standards. After initial recruit-
ment by the district chiefs and prior to being sent
to the Vung Tau training center, all recruits are
given a thorough physical examination and one month
of paramilitary training. Upon returning from Vung
Tau, and before being deployed to the field, the
cadre receive another month of in-province train-
ing in which they learn to operate as a team. Fur-
ther refresher training is also given by the pro-
vince on a regular basis.

11. As a result of the improved military situa-
tion in Phu Yen and adjacent provinces, convoys can
now travel on coastal Route 1 from Nha Trang in
Khanh Hoa Province through Phu Yen to Qui Nhon city
in Binh Dinh Province. This opening of Route 1
has had a favorable impact on economic activities
in Phu Yen. An even greater contribution to the
economy of the region would be the re-establishment
of railroad. connections along the coast, but it
will probably be some time before this is realized.
Because of adverse weather conditions in late 1966
and early 1967, approximately 20 to 50 percent of
the rice crop in Phu Yen--which normally averages
85,000 tons a year--was lost. Since rice is the
basis of the prcvincial economy, it is likely " that
a serious economic problem will exist through at
least mid-1967.

12. Foreign troops in the province number
over 20,000, but have not been too obtrusive bhe-
cause they generally operate away from populated
areas., Where they are near major towns, arrange-
ments have been made with Vietnamese officials for
strict curfews and for fairly effective "fair-price”
regulations, Tuy Hoa, the provincial capital, was
placed off limits to all US troops, except for
advisers, in January 1967.
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13. South Vietnam's military and security
forces and administration in Phu Yen still suffer
important weaknesses. The ARVN 47th Regiment is
rated a poor unit in both combat and pacification
operations. Provincial Regional Forces--five

. companies--are doing a fair job in securing their
assigned areas, but the Popular Forces (PF) used
in defensive roles, are much under strength.

» Friction reportedly exists between the RF/PF com-
mander and the province chief. The provincial
National Police, who number approximately 120, are
present in all district capitals, but their low
strength and the lack of protective Police Field
Force elements have restricted their operations
elsewhere. Corruption persists in the province,
and in one district, supplies arriving for the
allies and the government are alleged to have gone
directly into the black market channels. These
gituations. suggest that allied forces may have to

-remain in Phu Yen for a considerable time if the
gains to date are to be held and expanded.

Viet Cong Efforts Aimed at Thwarting the GVN Re-~
volutionary Development Programs

14, An increasing number of reports, derived
25541 primarily from| |sources but supported

by captured documents, indicate considerable Viet
Cong concern over the possibility of government
success in its Revolutionary Development (RD) pro-
gram. In addition to this concern over the grass-
roots activities of the RD teams, these reports and
documents reflect growing uneasiness over the Chieu
Hoi ("Open Arms™") program.

- 15. Reporting from at least 20 GVN provinces
from December 1966 to February 1967, indicates that
the Viet Cong are stepping up activities directed
at: 1) countering the Revolutionary Development
program by infiltrating covert supporters into the

. RD workers' ranks and village administrative organ-
ization, planned terrorism against RD workers,
utilizing military forces to striké at RD teams and

. supporting troops, and forcing residents of GVN-
controlled hamlets to relocate; and, 2) countering
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the Chieu Hoi program by infiltrating Viet Cong
cadre as returnees, terrorizing and assassinating
ralliers, and exerting military force against
Chieg_ggi centers and resettlement hamlets.

16. Recent Viet Cong military forays against
RD activities suggest that large-scale attacks may
be attempted against GVN forces--Regional Forces/
Popular Force troops and RD teams--in areas where
the GVN has been pressing forward with RD progress.
In Quang Tri Province, for example, the Viet Cong
launched a coordinated, two-battalion attack on
16 January 1967 against a segment of Trieu Phong
District, which is a major RD target area for 1967;
seven out of a provincial total of 20 Ap Doi Mois
or "Real New Life Hamlets" are scheduled to be
developed in this area., The attack inflicted mod-
erate casualties on two Popular Forces platoons
and on a RD team, and resulted in the death of an
aggressive district chief, Several RD workers
missing since the incéident are reportedly being
held by the Viet Cong. Although the attack was
apparently intended to force the withdrawal of the
RD teams, the latter are continuing to work in the
district, thus helping to negate the psychological
impact of the Viet Cong attack.

17. In Vinh Binh Province in the delta, a

Viet Cong battalion attacked three RD teams and

60 hamlet defenders on 20 January 1967, but suf-
fered Severe losses itsélf. This attack was ap-
parently successfully repulsed because the ratio
of defenders to attackers was higher than in

Quang Tri, and because provincial security plans
and forces had been carefully meshed with RD plans
and the deployment of RD teams. i

18. A relationship between successful pacifica-

tion operations and increasing numbers of ralliers
is becoming more apparent as RD progresses, and the
Viet Cong seem aware of this., A resolution in late
1966, emanating from the party committee of Viet

Cong Region IV, stated that, 'pacification team

operations have resulted in demoralization of the
population /in Viet Cong areas/ and an increase in

11-6

NO FOREIGN DISSEM/BACKGROUND USE ONLY
SECRET

Approved For Release 2006/10/20 : CIA-RDP79T00826A001700010043-9



Approved For Release 2006/10/20 : CIA-RDP79T00826A001700010043-9

SECRET o/
NO FOREIGN DISSEM/BACKGROUND USE ONLY

the number of deserters and defectors /To

the GVN/." RD team operations:have also been
successful in inducing defectors in other areas,
particularly Phu Yen and Quang Ngai provinces of
Viet Cong Region V., 1In the former province, an
RD team succeeded in inducing the defection of an
entire Viet Cong village organization, and in the
latter, another RD team persuaded 23 to rally--in-
duéing a Viet Cong hamlet chief and assistant
~chief.

19. Despite a more determined Viet Cong
countereffort, these limited examples suggest that
the Revolutionary Development program continues
to be effective wherever there is a combination
of well-motivated Vietnamese leadership, integrated
RD-provincial ‘security plans, and a plausible de-
velopment program which meets the aspirations of
the local inhabitants and engages their active com-
mitment in RD programs.

Effectiveness of the Static Census Grievance Cadre

20, Several recent reports indicate that
Static Census Grievance (SCG) cadres have been in-
strumental in providing timely intelligence on Viet
Cong activities or in inducing Viet Cong defections.

21, Static census grievance hamlet cadres are
located in 38 of the 44 provinces and in two of the
six autonomous cities. Thé total number of cadre
in the program is approximately 5,100. With the ex-
ception of the recently created delta province of
Sa Dec, the provinces where SCG are absent are
populated largely by montagnards and have a large
number of montagnard Revalutionary Development
workers to perform essentially the same task.

22, This cdadre program is somewhat unique in
that it operates in already '"secure'" hamlets. The
cadre, who are known to the residents of the ham-
let, attempt,to gauge the attitudes and aspirations
of the people. Sometimes, the cadre are directly
approachag by residents with their problems, but
in areas where people are apprehensive or aloof,
the cadre use various techniques of elicitation.
The Vietnamese involved in this program are con-
sidered to constitute some of the most dedicated
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cadre serving the government. The high degree of
motivation and esprit instilled in these cadre:is.
partly a result of their numbers having been kept
relatively small; successes in resolving problems

at the local level have further contributed to their
pride in their work.

23, A captured Viet Cong document, emanating
from the security section of the Bac Lieu Province
committee, observed that the Censes Grievance
system in the province was being rapidly organ-
ized, was staffed by hard working cadre, and was
very effective in striking at Viet Cong weak-
nesses. In Bac Lieu, the operations of 49 CG
cadre are coordinated with those of 297 RD workers
(five RD teams) and supported by elements of the
21st ARVN division, the most aggressive division
in the South Vietnamese army.

24. A recent CG success occurred in Binh Duong
Province, where a hamlet level cadre was responsible
for the defection of 32 Viet Cong. The cadre had con-
tacted the families of known Viet Cong, urging them in
turn to contact their relatives and convince them of
the futility of the Communist cause and the unneces-
sary hardship they were enduring. After the 32 rallied,
the provincial Chieu Hoi center followed up on this
breakthrough by having five of the ralliers write
letters to their ex-comrades urging defection.

25, During the 1967 Lunar New Year holidays (Tet),
the CG in Khanh Hoa Province conducted a 'spring reunion™
campaign. Families suspected to have relatives with:zthe
Viet Cong were kept under watch during the lunar holi-
days in an effort to detect Viet Cong visitors., After-
ward, these families were contacted by the CG, As a
result of these efforts, two families in Vinh Xuong
District (adjacent to Nha Trang) induced their sons to
rally, and the provincial security services were able
to build up a file on the local Communist infrastructure.

26. The program is not without weaknesses, however,
The CG cadres can only report local aspirations to higher
authorities, who then have the responsibility for taking
positive action. Where district or provincial officials
fail to follow-up CG reports aggressively, the effective-
ness of the program is limited. Increasing coordination
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and assistance by MACV and OCO advisers may, however,
help to bridge such gaps.

Activities of the National Police

27. 1In October 1966 the National Police in the
delta inaugurated a highway patrol alert system along
National Route 4. Route 4 runs from Saigon to the Ca
Mau peninsula and is the main artery connecting the
capitals of at least seven delta provinces.

28, By January 1967, every district in the prov-
inces of Long An, Dinh Tuong, and Vinh Long--which con-
tains a portion of Route 4--was equipped with a jeep
providing radio contact with district police headquar-
ters. The district has, in turn, radio contact with the
provincial police headquarters. In each district, the
police are now conducting daytime patrols at irregular
intervals of their section of the road, and are serving
as an alert system as well as traffic controllers. The
patrols have been successful both in keeping the traf-
fic moving and in detecting and reporting a number of
Viet Cong movements and activities. As villagers have
become accustomed to the patrols, they have, on several
occasions, stopped them to report on Viet Cong activity
along the roadway. Little information is available,
however, on follow-up actions which may have heen taken
in response to the patrol reports.

29. 1In a second phase, the road alert system
is to be expanded to operate in districts having sec-
ondary roadways connecting Route 4 with other arteries
leading to the provincial capitals of Kien Hoa, Vinh
Binh, and Go Cong. Although no timetable appears to
have been established for this phase, the extension of
these patrols presumably will occur as manpower becomes
available and security conditions--particularly in Kien
Hoa Province--improve,
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NQTE. :

The figures used in the article, '"Developments
in the RD Program,'' in the section on Revolutionary
Development in the 20 February 1967 issue of The Situ-
ation in South Vietnam have been revised and clarified
by the US Mission. The increase in 1966 in secured
hamlets should be 444, not 552. The figure of 11,250
hamlets, cited in the article, is the total goal of
hamlets to be secured in the RD program; the total
number of hamlets in South Vietnam is over 13,000. The
population of the 1,100 hamlets in which RD efforts will
be made in 1967 should be 1.3 vice 1.4 million. The
secured population goal for 1967 is 10.8 million, or
65.45 percent of an estimated 16.5 million total popula-
tion, the base to be used in 1967, The total secured
population at the end of 1966 was 8.7 million or 57.9
percent, based on a 1966 population estimate of 15.1
million. The use of the above figures has been agreed
upon by representatives of the Department of Defense,
Defense Intelligence Agency, the Agency for Interna-
tional Development, and the Central Intelligence Agency.
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II1. ECONOMIC SITUATION

Retail prices in Saigon declined
slightly during the week ending 27 Feb-
ruary, but these prices still are above
their pre-holiday level. Moreover, the
price of rice continues to spiral be-
cause of an almost complete lack of GVN
rice stocks. Imported rice now being
unloaded in Saigon should stem this
price rise. The price of pork has de-
clined as a result of increased deliveries
of hogs to Saigon. Free market currency
and gold rates have returned to the levels
prevailing just prior to the recent rise
which was sparked by rumors of devalua-
tion. US Embassy officials have been
told that National Bank Governor Hanh
has agreed to head a super Ministry of
Economy and Finance, replacing Truong
Thai Ton who has held this position
since 27 January.

Prices

1. Retail prices in Saigon declined slightly
during the week ending 27 February, but these prices
still are above their pre-holiday level as measured
by the USAID retail price index. Although most food
and non-féod items shared in this decline, the price
of rice continued to rise. On 27 February the price
of the type of rice used by the working class reached
another new high of 2,300 piasters per 100 kilograms,
or 35 percent above the level at the beginning of
the year. Moreover, rice prices continued to spiral
during the following week (see paragraphs 4-5). The
price of pork, on the other hand, continued to fall
for the second consecutive week as a result of in-
creased deliveries of hogs to Saigon. (A table of
weekly retail prices in Saigon is included in the
Annex) .

2. Prices of imported commodities fell more
noticeably--about six percent--during the week end-
ing 28 February and are now at the level of mid-
January. The most significant decline was in the
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price of cement which fell by about 20 percent as
new supplies arrived. Seasonal demand variations
and arrivals of new stocks appeared to be the major
factors contributing to the decline in the prices
of most other imported goods.

Currency and Gold

3. On 27 February free market currency and
gold prices, which had risen sharply on 21 February
as a result of rumors of a devaluation and a GVN
wage increase, generally returned to their 20 Feb-
ruary levels. Compared with the rates on 20 Feb-
ruary, the price of gold declined one piaster to
225 piasters per dollar, whereas dollars held steady
at 172 piasters per dollar. The rate for MPC (scrip),
however, remained high at 121 piasters per dollar
apparently because of a continuation of leaks in the
control of currency exchange and PX supplies. For
the past several months the rate for scrip has
fluctuated between 111 and 115 piasters per dollar
compared with an official rate of 118 piasters.

(A graphic on monthly and weekly free market gold
and currency prices is included in the Annex).

Rice Situation

4, Since the bheginning of March, rice prices
have been rising about one piaster per day per Kilo-
gram. By 6 March the price of the cheapest type of
rice (No. 1--25 percent bvpken) was 2,800 piasters
per 100 kilograms compared with 2,100 piasters a
week earlier and 1,500 piasters at the beginning of
the year. The almost complete lack of GVN rice
stocks in Saigon prevents the implementation of
measures, such as the sale of rice from trucks, to
halt the price spiral. Rice stocks in Saigon on
8 March amounted to only 14,000 tons compared with
about 90,000 tons a year ago. Of the 14,000 tons,
about 11,000 tons are already committed to the army,
rice merchants, and provinces., Most of the re-
mainder is spoiled and inedible. Data on rice
stocks in 22 provinces indicate that provincial
stocks also are low. Moreover, although current
paddy prices should provide an adequate incentive
to the producers, deliveries of rice from the delta
to Saigon during February amounted to only 17,500

I11-2

NO FOREIGN DISSEM/BACKGROUND USE ONLY
SECRET

Approved For Release 2006/10/20 : CIA-RDP79T00826A001700010043-9



Approved For Release 2006/1 0/2%é3&ﬁ,]f79T0082§A001 700010043-9
Nd\beEIGN DISSEM/BACKGROUND USE ONLY

tons, or 4,000 to 5,000 tons below the quantity of
deliveries expected during the month and about 12,000
tons below deliveries during February 1966. A
USAID-OCO team plans to make a quick survey of pros-
pects for deliveries during the next two or three
months with a view to providing short-term remedial
measures.

5. About 12,500 tons of imported rice were un-
loaded in Saigon during the first week of March and
about 37,000 tons should be discharged by the end
of the month. As a result of the arrival of this
imported rice, the US Embassy expects that current
needs will be met and stocks will be replenished
gradually during the remainder of March. 1In order
to bolster confidence, the embassy plans to conduct
a vigorous press campaign to dramatize the scheduled
ship arrivals and publicize the amount of rice that
the GVN plans to import during 1967.

Pork Situation

6. The supply and marketing of pork in Saigon
has improved considerably since mid-November 1966
when US and GVN officials agreed that deliveries of
hogs to Saigon could be increased by removing offi-
cial price ceilings on hogs. Although no action was
forthcoming from this meeting, the Saigon prefecture
on 22 January stopped enforcing price controls and,
partly as a result of this action, deliveries of
hogs to the Saigon slaughterhouse increased con-
siderably. In fact, a substantial surplus of hogs
was recently transshipped to hog deficit provinces
east and north of Saigon. With ample supplies now
coming through legal channels, the black market in
pork reportedly has disappeared. Following the free-
ing of the market, price increases for hogs were
moderate, with prices ranging between 8,000 and 9,000
piasters per 100 kilograms live hog compared with
previous black market prices of 9,500 to 10,500
piasters and an official price of 7,000 piasters.

7. There are a number of reasons for the in-
crease in hog deliveries from the delta to Saigon
since late January. The suspension of price ceil-

ings undoubtedly was a major factor, but arrivals
increased even before price ceilings were suspended,
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probably because of fears that the arrival of 1,500
tons of frozen pork would drive prices down and also
because of increased US military operations in the
delta. To the extent that these latter factors are
responsible, it is possible that short supplies and/
or high prices may return. Last October, when the
sale of frozen pork stopped, the arrivals of live
hogs dropped sharply. If farmers are selling off
their stock in anticipation of military operations,
they are not likely to replace them.

8. The 1,500 tons of frozen pork, which was
scheduled to arrive in Saigon on 1 March, are to
provide a reserve stock sufficient to regulate sup-
plies on the market. The shipment reportedly is
being managed solely by the GVN Office of Supply,
which, together with the Saigon prefecture, appears
to have taken over the role of the GVN Ministries
of Commerce and Agriculture in formulating pork
policy. On the basis of past experience, the US
Mission fears that the Office of Supply may not be
able to handle the shipment of frozen pork correctly.
Plans are to store 1,000 to 1,200 tons in facili-
ties currently available at a French bottling plant
and to sell this amount during a six-month period.
Most of the remainder is to be sold now. With the
current adequate supplies and relatively low price
of fresh pork, however, it may be difficult to sell
the frozen pork, and there are no excess storage
facilities.

9. Long-range policy on pork is yet to be
established, but US officials believe it must be
based on the official removal of ceiling prices
in order to give incentives to producers and on the
construction of govermment cold storage facilities
in order to maintain adequate stocks. Although
present policy appears to be meeting these ends,
the current favorable situation may be all too
temporary.

Changes in Ministry of Economy

10. US Embassy officials have been told that
Governor Hanh of the National Bank of Vietnam (NBVN)
has agreéd to head a super Ministry of Economy and
Finance, which will supervise the ministries of
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finance, commerce, labor, industry, and communica-
tions and transportation. Hanh will replace Truong
Thai Ton, who has held the position since 27 January
and is now reported seriously ill. At the same time,
Luu Van Tinh will replace Tran Van Kien as minister
of finance while retaining his present position of
director of the budget, and Khuong Huu Dieu will be-
come minister of commerce replacing Nguyen Kien
Thien An. Kien has been an ineffective minister who
has not made much progress in the important fields
of taxation and customs. Tinh, his replacement,

has had wide experience in economic and financial
affairs and reportedly is competent and hardwork-
ing. Although Thien An was only recently put into
the commerce position at Hanh's requeést, he is lack-
ing in the stature and experience needed for this
difficult office. His successor is presently chief
of the GVN Industrial Development Center.

11. Governor Hanh has been a major force in
GVN economic circles, but has previously déclined
to accept any cabinet position. The embassy feels
he has now accepted this post because he has been
unable to suggest any other suitable candidates.
Acceptance of this new position by Hanh--a know-
ledgeable and confident administrator--should be a
major step forward in solving the admindstrative
problems that have impeded the formulation and exe-
cution of strong economic policies.
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ANNEX

WEEKLY RETAIL PRICES IN SAIGON a/

13 Jun 16 Aug 6 Feb 13 Feb 20 Feb 27 Feb
1966 b/ 1966 b/ 1967 1967 1967 1967

Index for All Items 173 211 259 276 261 255
Index for Food Items 190 216 283 311 290 287 g/
Of Which:

(In Piasters)

Rice-Soc Nau (100 kg.)1,250 1,450 2,150 2,100 2,200 2,300

Pork Bellies (1 kg.) 90 100 150 250 170 150
Fish-Ca Tre (1 kg.) 130 170 180 190 170 170
Nuoc Mam (jar) 70 85 120 120 120 120
Index for Non-Food Items 140 190 212 210 206 204 E/
Of Which:
(In Piasters)
Charcoal (60 kg.) 460 600 700 680 660 650
Cigarettes (pack) 10 14 14 14 14 14
White Calico (meter) 27 37 30 30 30 31
Electricity (kwh) 4.2 N.A, 5.2 5.2 5.2 5.3

Data are from USAID sources. For all indexes 1 January 1965 = 100.

Price levels just prior to and two months after the 18 June
devaluation.

‘c. Preliminary.

oo

NO FOREIGN DISSEM/BACKGROUND USE ONLY
SECRET

Approved For Release 2006/10/20 : CIA-RDP79T00826A001700010043-9



65970 3-67

Approved For Release 2006/10/20 : CIA-RDP79T00826A001700010043-9

Saigoq’,’ Free Market G'old and Currency Prices

PIASTERS PER US DOLLAR i ‘ ;
| 27FEB
j , ! o
; i :
. 31 JANUARY i / .
; i i 1 B Sk
; . H ) | ¥ - '
= 223 ""“‘L"““""“’:. 1225

GOLD:Basis gold leaf worth $35 per troy ounce

US $10 GREEN

US $10 MPC Military Payment Certificates (scrip).

Approved For Release 2006/10/20 : CIA-RDP79T00826A001700010043-9



Approved For Rel‘eas’e 2006/10/20 : CIA-RDP79T00826AOO1700010043-9
- -/
Secret

Secret

Approved For Release 2006/10/20 : CIA-RDP79T00826A001700010043-9



